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Abstract
EconomistshavefOr a longtime.discussedthecausesof economicgrowthandthe
mechanismsbehindit.Kaldorviewedadvanced'economiesashavinga dualnaturevery
similartothatof developingcountries,withanagriculturalsectorwithlowproductivity
andsurpluslabour,and a capitalintensiveindustrialsectorcharacterizedby rapid
technicalchangeand increasingreturns.The transferof labourresourcesfrom the
agriculturalsectortotheindustrialsectordependsonthegrowthof thelatter'sderived
demandfor labour.Withthisbackgroundthisstudyattemptsoshowtheperiodswhenthe
Indonesianeconomyindicatedtheprocessesof industrializationa ddeindustrialization.It
alsoattemptsto identifywhethertheeconomyexperiencedpositivedeindustrialization
(i.e.,showedsignsof economicmaturitywhereservicesectorsubst~tutedtherole of
industrialsectoras theengineof growth)or negativedeindustrialization(i.e.,showed
signsof economicstagnancywhereindustrialsectorcouldnotgrowrapidlyenoughto
absorbsurpluslabourfrom agriculturalsector).Lastly,thisstudyattempsto analyze
severalfactorsthatmightberesponsiblefor theprocessofthedeindustrialization.
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INTRODUCTION
Kaldor'shypothesisthatmanufacturingis
theengineof economicgrowthin a region
(Kaldor,1966)wasconstructedbasedonhis-
toricaldataofdevelopedaswellasdeveloping
countries.Oneimportantlessonthatcanbe
learnedfromeconomichistoryof developed
countriesi thathecountriesexperiencedhigh
economicgrowthwhenthedominantroleof
..
strongagriculturesectorwastakenoverby
emergingmanufacturingsector.This process
is often called industrializationwhich is
indicatedby,amongotherthings,aphenome-
non in whichthe growthof manufacturing
sectoris greaterthanthegrowthof thewhole
economy.In additionto decreasingcontribu-
tionof agriculturesector to the Gross
DomesticProduct(GDP), industrializationis
alsocharacterizedby decreasingemployment











